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GABONESE KEY ECONOMIC INDICATORS 


All quantities in US $000,000 unless specified 


1978 1977 
Exchange Rate: US $1.00 = 225 245 


GDP Current Prices (2) 2,260 25595 
GDP Constant (1976) Prices 1,754 2,219 
Population (000) (1) (2) 650 660 
GDP Per Capita ($) 3,477 3,932 
Labor Force (thousands) 

Interest Rate 

Money Supply (2) 

Development Budget 

Operating Budget 

Foreign Assets (net) 

Domestic Credit 644 

External Debt 15307 

Total Exports 1,270 

Total Imports 254. 

Exports to US 184 

Imports from US 97 

Trade Balance 729 

Current Account Balance 177 

Retail Price Index (1972 = 100) 210. 
Wholesale Price Index (1966 = 100) 308. 
Petroleum Production (000 tons) 10,600 

Uranium Production (tons) L022 

Manganese Production (000,000 tons) i, 

Tropical Wood Cut (000,000 m>) i, 
Electrical Power Production (000,000 KWH) 513 


(1) Population decreased due to net emigration. 
(2) 1978 figures are provisional. 





Summary 


During 1979 Gabon began to emerge from the downturn which 
resulted from its efforts to cope with its large debt burden. 
A stabilization program installed in cooperation with the IMF 
began to bring public debt under control. Earnings from the 
petroleum sector are climbing despite a small decrease in pro- 
duction. Revenues from manganese, uranium, and wood production 
have also increased moderately as market conditions for these 
products improved. The Gabonese are demonstrating that they 
have learned from the excesses of the recent past, and they are 
evaluating new projects more carefully. Agricultural projects 
are receiving an increasing percentage of the available invest- 
ment funds. 


The Transgabon Railroad, the key to Gabon's economic future, 
continues to move forward. The first 185 kilometers opened to 
regular traffic during 1979. The coming year will see further 
progress on the Transgabon as its construction budget expands once 
again. The overall development budget will also be increased in 1980. 
The future is not optimistic, however, and the expansion remains fragile. 
Inflation continues relatively high, particularly for low-income 
families, and unemployment among Gabonese nationals exists for the 
first time in recent memory. 


American products and services have a good reputation, and 
there will be opportunities for US firms to obtain large contracts 
and make substantial sales. Those firms that can provide advan- 
tageous financing terms have the best chance to close deals 
quickly. The Embassy in Libreville, backed by the Departments of 
State and Commerce, is ready to help American firms do business in 
Gabon. 


Current Economic Situation and Trends 


The economy of Gabon continues to suffer from the financial 
problems it developed as a result of the boom which preceded the 
1977 OAU conference held in Libreville. The problems have been 
subjected to a severe and efficient treatment in the form of a 
Government-imposed austerity plan which formed part of an IMF- 
approved stabilization program. The program called for reduced 
government operating and investment expenditures, settlement of 
arrears on Government debts to contractors, reinforced financial 
controls, and credit ceilings on both domestic and external 
credit. In 1978 the program resulted in a 12 percent reduction 





of GDP. The estimated Gabonese per capita income ($3,477), 
however, remains the highest in sub-Saharan Africa. The sectors 
of the economy which were hardest hit by the recession were 
construction, public works and commerce. These sectors histor- 
ically employed more than a third of the working population. 


IMF supervision of the stabilization program ended in May 
1979, but the Gabonese are continuing to follow their austerity 
plan. The effort has been particularly successful in reducing Gabon's 
public debt. This debt, which was acquired to finance the extensive 
pre-OAU Conference development, was largely short-term and totalled 
$2.1 billion at the close of 1977. Under the stabilization program 
total debt was reduced to $1.9 billion (17 percent in CFA franc 
terms) by December 31, 1978. In 1979 total public debt will be 
reduced an additional $325 million despite borrowings which will 
total $125 million. External debt represents 76% of total public 
debt. In 1980 debt service payments wiil be 42% of Government 
revenues, down from 52% in 1979, and external debt service will 
represent 37% of 1978 exports, down from 40% in 1979. 


As a result of the success of the stabilization program, the 
Gabonese economy is entering a new expansionary phase. The expan- 
sion, which began very tentatively in the second quarter of 1979, 
is based principally on the increased availability of development 
funds, and appears to concentrate on productive projects rather 
than the prestige projects of the recent past. The development 
budget for 1979 is $366 million and is expected to increase by 
10% to $400 million for 1980. The Transgabon Railroad receives 
the lion's share (just under 1/3) of the development budget. 

Other major projects under way include urban renewal at Port Gentil, 
various agricultural projects, expansion of the Tchimbele-Kinguele 
hydroelectric complex, and port works at Port Gentil. Additional 
projects which may receive funding in 1980 include the Owendo Port 
Extension and an aerial survey of Gabon. Approximately 5% of the 
development budget in 1979 is devoted to public health or education 
projects. 


The operating budget for 1979 totals $924 million. This is 
expected to increase to $956 million in 1980 as declining debt 
service payments offset part of the increase in administrative 
costs. The operating surplus in 1980 is expected to reach $200 
million, up from only $90 million in 1979. 


Gabon's fourth five-year plan, which will cover the period 
1981-1985, is currently under discussion. Preparatory work 





includes consultations with the IMF and the World Bank to develop 
an overall plan which will correspond more closely to Gabon's 
financial capabilities than its predecessor did. 


While the stabilization program has successfully dealt with 
government finances, it has had less of an impact on inflation. 
Inflation rates have gone down, but inflation remains a serious 
problem, especially for lower-income families. The official 
price indices disagree with those of the Gabonese labor union 
concerning the inflation rate, but both clearly indicate that the 
problem remains. 


Total employment in the modern sector decreased during the 
recession. Registration of unemployed Gabonese nationals began 
in late 1978. The actual rate of unemployment remains low. 


Natural Resources 


Approximately 44% of Gabon's GDP originates in the extractive 
sector, the basis for Gabon's economic development, and its future 
economic health will be contingent on sustained activity in this 
sector for some time to come. The principal mineral resources 
currently exploited in Gabon are petroleum, uranium, and manganese. 
Large iron deposits have been located, but are not yet exploited. 
Deposits of talc and barytine have been identified and are being 
further studied for possible exploitation. 


The petroleum sector is the most important area of economic 
activity. The production of 10.6 million tons in 1978 (76,797,000 
barrels) accounted for $933 million or 72% of Gabon's export 
revenues, and $617 million or 61% of the government's ordinary 
revenues. The production level of 1978 represents a 6% decrease 
from the 1977 production level. Despite continued exploration, 
production is expected to continue its decline, falling to 10.2 
million tons (73,899,000 barrels) in 1979. Thereafter, petrolesm 
production predictions become less certain. While proven 
reserves continue to decline, the recent increases in petroleum 
prices have made it more economical to bring unexploited marginal 
fields into production and to produce more from existing fields 
through secondary recovery techniques. Continuing exploration, 
which in 1979 is expected to represent an investment of $133 million, 
has resulted in several promising finds. Although these finds 
require further evaluation before conclusions can be drawn, 
estimates indicate that they may increase proven reserves by 402. 
All of these factors are likely to stabilize production at current 





levels in the 1981 to 1985 period, although production is expected 
to decline thereafter. 


The government recognizes that petroleum is an exhaustible 
resource but intends to maintain production at present levels for 
as long as possible in order to help finance Gabon's economic 
development and diversification. Toward this end, the government 
has urged the oil companies to expand exploration. There are 
presently 18 companies exploring for oil in Gabon. Most produc- 
tion and exploration have been offshore. However, most offshore 
areas have been explored, and emphasis is switching to onshore 
exploration, which, due to Gabon's terrain, is considerably more 
expensive. 


Uranium is the second most important product of Gabon's 
extractive sector. In 1978 Gabon produced 1,022 metric tons of 
uranium metal in the form of "yellow cake." All of this production 
is exported to France for treatment. In 1978 uranium sales 
accounted for $101 million, or 8% of Gabon's export earnings. 
Total reserves are estimated at 44,000 metric tons. All ore is 
currently mined and processed by the Compagnie des Mines d'Uranium 
de Franceville (COMUF). The COMUF refining facility is currently 
operating at maximum capacity. Work has begun on a new concen- 
tration facility to be completed in 1982 which will increase 
production capacity by 50%. French, American and Japanese firms 
are actively prospecting for additional uranium deposits, and 
negotiations with a Korean public utility concerning additional 
exploration are well advanced. 


Manganese has fallen to third place among Gabon's mineral 
resources. In 1978 it provided $99 million, or 7.6% of Gabon's 
export earnings. Gabon's reserves are estimated at 200 million 
tons. 1978 production of 1.7 million tons represented a reduc- 
tion of 10% from the 1977 production level, a decrease due to 
continued sluggishness in the world steel industry. In 1979, 
orders for Gabonese manganese have picked up, and the Compagnie 
Miniére de 1'Ogooue (Comilog), which mines the ore, expects sales 
to reach 2 million tons. Gabon's production capacity is limited 
to 2.7 million tons by the present evacuation system. An over- 
head cable system carries the manganese ore 76 kilometers to 
the Congo where the ore is shipped via railroad to Point Noire. 
The completion of the Transgabon Railroad to the Moanda region 
in southeastern Gabon and the construction of a minerals port at 
Owendo will allow Comilog to increase production to approximately 
4 million tons of ore per year in the late 1980s if world market 
demand permits. 





Somifer (Société des Mines de Fer de Mekambo) has concluded 
testing of the iron ore deposits at Belinga in northeast Gabon. 
Belinga's reserves are estimated at 1 billion tons with an iron 
content of over 60%, of which more than 300 million tons are low 
phosphorus. Depending on world demand for iron, production could 
begin upon completion of a 240-kilometer leg of the Transgabon 
Railroad from Booué to Belinga. A decision to go ahead with this 
leg of the railroad will probably not be made for several years. 
Other deposits of iron have been located in Gabon, and there is 
a possibility that one of these small deposits could begin mining 
operations in the mid 1980s. 


The forestry sector continues to be a significant area of 
economic activity. Eighty-five percent (57 million acres) of Gabon 
is covered by dense tropical forest. However, much of the forest 
remains inaccessible. In 1978 Gabon produced 1,225,922 cubic 
meters ot okoume, the principal species of timber, and 68,271 cubic 
meters of ozigo, the other species marketed in quantity. Production 
statistics for various other species are not yet available. Total 
exports in the forestry sector accounted for 8.5% of Gabon's export 
earnings. 


The European demand for wood remains the key to expansion of 
the Gabonese timber industry. Over the last several years Gabon 
has suffered from the competition of Asian tropical woods. 
However, in late 1978 and thus far in 1979 demand for Gabonese 
wood has increased significantly. Thus demand is currently 
exceeding supply and prices have risen. Although the Société 
Nationale du-Bois du Gabon (SNBG) holds the monopoly for timber 
exports, in practice integrated producers are able to ship timber 
to affiliates outside Gabon and producers of woods other than 
okoumé and ozigo have a free hand in sales. 


Gabon now processes approximately 20% of its timber into 
planks or plywood, with the principal processing facility being 
the Compagnie Forestiére du Gabon's (CFG) plywood plant at Port 
Gentil. This facility, built in the late 1940s, is currently the 
object of rationalization and modernization efforts. The 
construction of an 800-ton-per-day paper pulp mill by the Société 
Gabonaise du Cellulose (Sogacel) remains in the planning stage. 
Financing continues to be a problem. Realization of transforma- 
tion projects in the near future depends on the availability of 
long-term financing. However, Gabon's vast reserves of forest, 
and the advance of the Transgabon Railroad into virgin forests, 
insure that timber will remain an important factor in the 
economy. 





Agriculture 


Only one-half of one percent of Gabon's total land area is 
under cultivation. Of that area roughly 85% is devoted to sub- 
sistence farming. Therefore, Gabon imports 90% of its food, 
making prices extremely high. Agriculture has been given a high 
priority in the national plan, and this priority has resulted in 
increased funding as the economy emerges from its recession. In 
1979 over 7% of the Government's investment budget was devoted to 
agricultural projects. Projects which have received particular 
attention include a banana plantation at Ntoum, cocoa regeneration 
in the Woleu Ntem, a 15,000-acre palm oil plantation at Lambaréné, 
a rice project in Ndende, a rubber plantation in Mitzic, and 
fruit, vegetable and other crop farming in the Haut Ogooue. 


A sugar plantation in the Haut Ogooue (SOSUHO) has been 
operational since 1977. Its current production of 8,000 metric 
tons per year is sufficient to meet domestic demand. Production 
can be increased to 20,000 tons per year if export markets become 
available. However, the price of sugar on the international 
market is currently too low to warrant expansion of production. 


Gabon's major cash crops are coffee and cocoa. Production 
of both of these crops has fallen throughout the current decade. 
Efforts are currently under way to reverse this trend. The 
effort relies principally on an increase in the price to the 
grower for his production. Cocoa production increased 4% in the 
year just ended and coffee production increased over 1002. 


The Gabonese fishing industry has seen significant 
expansion over the last few years. However, it remains small 
because of limited domestic demand and lack of infrastructure. 
A principal area of expansion has been in shrimping, but the 
future for further expansion in this area is limited. Deep sea 
fishing in Gabon's economic zone remains to be developed, but 
any progress in this area is likely to be the result of a private 
venture. 


Industrial Development 


The manufacturing sector in Gabon has remained relatively 
small because of the size of the domestic market, a manpower 
shortage, and the high costs of doing business in Gabon. Since 
1974, however, this sector has grown somewhat faster than 
overall GDP. Apart from petroleum-related transformation and 
service industries (including oil refining in Port Gentil with 
production capacity of 1.6 billion tons per year and several 





ship yards and metal-working facilities dependent on the petroleum 
industry) and wood transformation industries, Gabon has a sugar 
refinery, a 270,000 ton/year cement plant, a 40 ton/day asphalt 
plant, an industrial gas plant, and two plants which manufacture 
paints and varnishes. Other small-scale manufacturing includes 

a cigarette factory, breweries, a soft drink plant, palm oil and 
flour mills, a flashlight battery factory, a radio, television and 
air conditioner assembly plant, and two textile printing companies. 
Several projects for small industries are under consideration 
following propositions made to various groups of foreign business- 
men. A ferro-manganese plant is planned in conjunction with 
construction of a hydro-electric dam at Grand Poubarra, but is 

not likely to be realized in the near future. 


Transgabon Railroad 


The most important development project in Gabon remains the 
Transgabon Railway. The development program in all sectors of 
the economy depends on the completion of an adequate transporta- 
tion system. The railroad will enable Gabon to exploit its 
timber, mineral resources and agricultural potential more 
effectively. Actual construction began in 1975 by Eurotrag, a 
consortium of 17 European construction companies. The construc- 
tion schedule has been considerably altered due to Gabon's 
financial difficulties. The first portion of the railroad 
between Owendo and Ndjole (185 kilometers) was inaugurated in 
December 1978 with full service beginning in April 1979. Clearing 
of forests and construction of road bed has proceeded well past 
Ndjole, and design work, deforestation, and road bed construction 
is proceeding at a satisfactory pace. An additional 20 kilometers 
of track is expected to be opened in early 1980. The current 
schedule calls for completion of the railroad to Booué (326 
kilometers from Owendo) by the end of 1982. The second leg (357 
kilometers) to Franceville would then be completed in 1985. An 
international competition is expected to be held in 1981 or 1982 
for this contract. A study of the feasibility of exploiting the 
Belinga iron deposit will be carried out before deciding to 
build the third leg (240 kilometers). 


Current US-Gabonese Economic Relations 


The Gabonese are fully aware of the need for foreign private 
direct investment, management and technology. During his trips to 
the United States and elsewhere, the President himself, for 
example, usually meets with business executives who may be interested 
in investing in Gabon. However, within the context of the new fiscal 
controls, the Gabonese will resist projects which require 
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government support that are not among their development priorities. 

They are interested in productive investments and are very 

receptive to business executives who can arrange iong-term institutional 
or self-financing of projects. There are several recent examples of 
projects being moved ahead more rapidly because potential suppliers 

of goods or services were able to offer financing on favorable 

terms. 


Despite the good reputation that American products have in 
Gabon, it is likely to be mainly through American investment that 
the Gabonese market will improve for American capital goods. 
Cumulative U.Sinvestment in Gabon, including minerals exploration, 
roughly approaches $200 million, second only to France's. Non- 
financial obstacles to increasing trade with the U.S. include the 
relatively small size of the Gabonese market, the necessity of 
doing business in French, and the existence of strong traditional 
trading ties with Europe. In spite of the above factors, trade 
opportunities do exist for a wide range of products, and Gabon is 
eager to diversify its sources of supply. The Gabonese are also 
interested in exporting more to the United States. Gabon exported $184 
million worth of manganese and petroleum to the United States in 1978. 
To encourage economic relations with the United States, the Gabonese employ 
an American as an economic advisor to the President. 


Opportunities for Business 


The near-term outlook continues to brighten for business in 
general in Gabon. U.S. suppliers of manufactured goods are well 
placed in areas which will benefit from renewed expansion. 
However, attention must be paid to relations with local dealers, 
who are the key to future sales. The market position of U.S, 
products in mining, forestry and construction equipment is good. 
Opportunities will develop in the agricultural and transportation 
areas. U.gs, companies interested in these fields should begin 
thinking of developing a relationship with Gabon now. Small 
aircraft sales should pick up again in the next few years. There 
will also be opportunities in the construction field as infra- 
structure projects receive additional government financing. 
American consumer items, particularly cars, processed foods, 
hygiene items and cosmetics have been well received in Libreville 
following their recent introduction on the market. Further 
efforts by importers and their U.Ssuppliers will be necessary to 
broaden the market. Several U.Sconsumer goods items have been 
successfully promoted with publicity campaigns. The decline of 
the Uu.Sdollar relative to the CFA franc has made American products 
more competitive, although long delivery delays are still seen as 
a barrier toU.S.procurement of some items. 
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There are several large projects on the horizon. The Office 
of Posts and Telecommunications (OPT) is in the midst of an 
important modernization effort, expansion of a hydroelectric 
complex in the Haute Ogooue region is likely to be undertaken 
shortly (although the large "Grand Poubara" project and the 
Sogaferro ferro-manganese plant will be further delayed), port 
extension and a minerals port at Owendo will be undertaken in the 
next few years, and an aerial survey of the country will probably 
begin in 1980. Other projects which could provide opportunities 
for u.sbusiness include the Transgabon Railroad, where the contract 
for the second leg (Booué-Franceville) will be let in international 
bidding in 1981 or 1982. The upgrading of the country's road 
system, the 800 ton/day Sogacel paper pulp mill, and various 
agricultural undertakings will also create opportunities. Firms 
providing financing have excellent chances to move these projects 
along and win the contracts. 


American firms which have been most successful in the past 
are those which have undertaken on-the-spot visits by French- 
speaking representatives willing to return often enough to develop 
essential personal contacts. The U.SEmbassy in Libreville offers 
American business visitors such services as briefings and help 
in securing appointments. Recent Embassy reports available through 
the Department of Commerce cover the petroleum, manganese, uranium, 


forestry, iron, civil aviation, construction, and fishing sectors. 
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